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the panics recurred with precisely the same regularity as before ;
and, therefore, in this sense too, the Act has failed : and when
panics do occur, it is decisively proved that it is wholly incom-
petent to deal with them

17. It has been seen that it is a complete delusion to suppose
that the Bank Act carries out the "Currency Principle." It
might be supposed, perhaps, that if it did really carry out the
" Currency Principle/' it might prevent panics arising. General
experience, however, entirely negatives this view. In 1764 the
most terrible Monetary Crisis which had up to that time occurred,
took place in Amsterdam and Hamburg, where the banks were
really constructed on the " Currency Principle "

A decisive example of this took place at Hamburg in 1857. A
similar Monetary Crisis took place there, as here, and the Bank
being constructed on the 4< Currency Principle," had no power to
issue Notes to support Credit. The magistrates were obliged to
issue City Bonds to support the Credit of the merchants, exactly
as the Government had issued Exchequer Bills in England in
1793. Here, also, the Restrictive theory wholly failed, and
it was found necessary to adopt the Expansive theory to
avert universal failure

These disasters took place where there was no Credit Currency
at all, but what represented bullion: and they are conspicuous
examples that panics occur just as readily under a purely Metallic
Currency as under a Paper Currency

The experience of every other country exactly confirms the
experience of England. At Turin the bank was constructed on
some principle of limitation: but, in 1857, during a monetary
panic, it was found necessary to suspend its constitution, and
allow it to issue Notes to support Credit

The very same thing was conspicuously proved in 1873. In
Austria, in North Germany, and in America, the banks were all
constructed on some analogous principle of limitation on their
issues. But in the severe monetary panic in each of these coun-
tries, it was found necessary to suspend their constitutions, and
authorise them to issue at discretion to support commercial Credit;

Thus, universally, throughout the world, it is proved by
abundant experience, that the Restrictive theory cannot be